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Money and f in a n c e  have been m a tters  o f  concern fo r  
th o u g h tfu l c i t i z e n s  in  a l l  modem s o c i e t i e s .  Money and 
f in a n c e  se r v e  fundam ental p u rp o se s . F inance i s  n o t a s t a t i c  
s u b j e c t ,  and p a r t ic u la r ly  d u rin g  th e  p o s t  war y e a r s ,  th e r e  
have been changes in  th e  c h a r a c te r  o f  f in a n c ia l  o p e r a t io n s .  
I t  w i l l  be w o rth w h ile  to  ta k e  a good look  a t some o f  th e  
e v o lu t io n a r y  f in a n c ia l  f a c t o r s  in h e r e n t  in  our s o c i e t y ,  and 
m ost s i g n i f i c a n t l y  in  Montana.
S ta te  and lo c a l  governm ent f in a n c e  h as been grow ing  
r a p id ly ;  i t  a cco u n ts  fo r  about one t w e lf th  to  one te n th  o f  
n a t io n a l  incom e.^  The r o le  o f  s t a t e  and lo c a l  government 
i s  becoming en la rg ed  in  many a r e a s  by th e  in c r e a s in g  demands 
on i t .
Government i s  c a l le d  on to  b u ild  s c h o o ls  and h e lp  
p r o v id e  e d u c a t io n , to  improve road s and p ro v id e  th e  f a c i l i ­
t i e s  needed  fo r  an ever  in c r e a s in g  p o p u la t io n . In s h o r t ,  
governm ent i s  c a l le d  on to  im prove our standard  o f  l i v i n g .
^Loring C. H arw ell, e t  a l . , F in a n c ia l  I n s t i t u t i o n s  
(Homewood, I l l i n o i s :  R ichard D. Ir w in . I n c . , 19è ë ) ,  p . 57
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A h ig h e r  standard  o f  l i v i n g  d oes n o t mean sim p ly  th a t  p e o p le  
u se  up g r e a te r  amounts o f  th e  same v a r ie t y  o f  good s. A 
h ig h e r  stan dard  o f  l i v i n g  u s u a l ly  im p lie s  new and q u i t e  d i f ­
f e r e n t  goods and s e r v ic e s .
In th e  long run, a h ig h e r  stan dard  o f l iv in g  i s  p o s ­
s i b l e  o n ly  w ith  a la r g e r  incom e. I f  government i s  to  do more 
f o r  i t s  c i t i z e n s  in  th e  lon g  ru n , i t  can f in a n c e  added a c t i v i ­
t i e s  o n ly  by ta x in g  away a la r g e r  p o r t io n  o f  th e  incom e 
stream . In  th e  sh o r t  ru n , borrow ing can m eet th e  n eed s o f  
l o c a l  govern m ents, but t h i s  o n ly  le a d s  to  a t r a n s i t i o n a l  s o lu ­
t i o n .  In  ord er to  b r id g e  t h i s  gap , governm ent must m axim ize  
th e  u t i l i z a t i o n  o f  t h e i r  r e s o u r c e s . They must p la c e  t h e i r  
a v a i la b le  funds in  a r ea s  w hich  y i e l d  th e  maximum r e tu r n s ,  
i . e . ,  th e y  must u t i l i z e  th e  m ost lu c r a t iv e  in v estm en t p r o c e ­
d u r e s .
The f i r s t  p a r t o f  t h i s  paper w i l l  b r i e f l y  e x p lo r e  
th e  b a s ic  a b s tr a c t io n s  o f  th e  money m arket. The prim ary pur­
p o se  o f  t h i s  i s  to  g iv e  th e  la y  rea d er  a fo u n d a tio n  on 
w hich  he can b u ild  an u n d ersta n d in g  o f  th e  su bseq uent sub­
j e c t  m a tte r .
The su b seq u en t c h a p te r s  o f  th e  t e x t  d is c u s s  cou n ty  
and lo c a l  governm ental a c t i v i t y  in  th e  f i e l d  o f  money and 
f in a n c e .  P r e c i s e ly ,  th e  paper w i l l  co v er  in v estm en t p r o c e ­
d u res u t i l i z e d  p red om in an tly  by Montana governm ental u n i t s ,  
u s in g  t h e i r  c u rren t s t a t i s t i c s  in  th e  f in a n c ia l  f i e l d ,  and 
show ing what can b e , and what has been done to  im prove upon 
th e s e  p ro ced u res .
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I .  SAMPLING METHODS
The sam ple o f  c i t i e s  and c o u n t ie s  u sed  was s e l ­
e c te d  q u it e  s im p ly . The prim ary in t e n t io n  was to  ch oose  
u n i t s  w hich w ere assumed to  have th e  m ost c a sh  a v a i la b le  
fo r  in v estm en t p u r p o se s . C o n seq u en tly , th e  s p e c i f i c  u n i t s  
ch osen  w ere th e  la r g e s t  c i t i e s  and c o u n t ie s ,  by p o p u la t io n ,  
in  M ontana. T h eir  g e o g r a p h ic a l lo c a t io n s  a re  d isp e r se d  
through out th e  s t a t e .  The o r ig in a l  sam ple in c lu d e d  th e  
fo l lo w in g  a r e a s:
CITIES COUNTIES
B i l l i n g s  Y e llo w sto n e
Bozeman G a lla t in
B u tte  S ilverb ow
G reat F a l l s  Cascade
H elena Lew is and Clark
K a l i s p e l l  F la th ea d
M isso u la  M issou la
There w ere two m ethods u sed  fo r  g a th e r in g  th e  d a ta  
in c lu d e d . The f i r s t  and prim ary method was by te le p h o n e  
in te r v ie w . The o th e r  was by p e r so n a l v i s i t  to  th e  r e s p e c t ­
iv e  o f f i c e s  o f  th e  o f f i c i a l s  in v o lv e d .
As p a r t o f  th e  te le p h o n e  in te r v ie w , a s p e c ia l  p o in t  
was made to  speak w ith  th e  tr e a s u r e r  o f  each  cou n ty  and c i t y .  
Every e f f o r t  was made to  be p r e c i s e  and e x a c t  con cern in g  th e  
n a tu re  and im portance o f  th e  in fo r m a tio n  r e q u e s te d . When 
te r m in a tin g  th e  in t e r v ie w , th e  resp o n d en t was asked to  
r e p e a t  what he th ou gh t had been r e q u e s te d . T h is was done in  
an attem p t to  en su re  a ccu ra cy . Some resp o n d en ts  were coop era ­
t i v e ,  o th e r s  w ere n o t .  In  g e n e r a l , th e  tr e a s u r e r s  w ere
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r e l a t i v e l y  c o o p e r a t iv e  and appeared to  be in t e r e s t e d .  
However, t h e i r  i n t e r e s t  in  some in s ta n c e s  was more apparent 
than r e a l .
Lack o f  r e a l  i n t e r e s t  on th e  p a r t  o f  some t r e a s ­
u r e r s  fo r c e d  a r e d u c tio n  in  sam ple s i z e  to  th e  fo l lo w in g :
CITIES COUNTIES
B i l l i n g s  Y e llo w sto n e
Bozeman G a lla t in
B u tte  Cascade
H elena Lew is and C lark
CHAPTER I I  
THE MONEY MARKET
I .  BASIC CONCEPTS
The term  'money m arket' d oes n o t r e f e r  to  a 'p la c e '  
in  th e  se n se  th a t  th e  m arket i s  housed in  a s in g le  b u i ld ­
in g ,  a s  i s  a s to c k  exchange o r  a commodity m arket. I t  i s ,  
r a th e r ,  a group o f  i n s t i t u t i o n s  and arrangem ents th a t  b r in g  
le n d e r s  and borrow ers to g e th e r .  I t  b r in g s  in to  fo c u s  a l l  
th e  f o r c e s  o f  su p p ly  and demand fo r  sh o r t-te r m  fu n d s . The 
d is t in g u is h in g  c h a r a c t e r i s t i c s  o f  th e  money market a r e ,  in  
f a c t ,  th e  d e a lin g  in  sh o r t term  fu n d s; th a t  i s ,  o b l ig a t io n s  
w ith  one y e a r  or  l e s s  to  m a tu r ity , and im p erson al r e l a t io n -
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sh ip  betw een bu yers and s e l l e r s .
Commercial banks are  th e  c h ie f  so u rce  o f  sh o r t-te r m  
funds in  th e  money m arket. Money m arket in s tr u m e n ts , such  
as T reasury b i l l s .  T reasury n o t e s ,  com m ercial pap er, and 
c e r t i f i c a t e s  o f  d e p o s i t ,  have sh o r t  m a tu r it ie s  and a r e  e a s i l y  
so ld  w ith  l i t t l e  r i s k  o f  c a p i t a l  l o s s .  T h er e fo r e , th e y  a re  
an id e a l  medium to  f u l f i l l  th e  need  o f  l iq u i d i t y  and y e t
2
F a r w e ll, F in a n c ia l  I n s t i t u t i o n s , p . 199.
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D orothy H. N ic h o ls ,  T rading in  F ed er a l Funds (Board  
o f  G overnors o f  th e  F ed er a l R eserve System , 1 9 6 5 ), pp . 2 2 -2 5 .
produ ce some incom e. Commercial banks a re  im p ortan t  
h o ld e r s  o f  th e  w h ole  range o f  money m arket in s tr u m e n ts .
There i s  a netw ork o f  f in a n c ia l  i n s t i t u t i o n s ,  such  
as F ed er a l R eserve  Banks, d e a le r s  in  f e d e r a l  governm ent 
o b l i g a t io n s ,  e a r n in g s  banks, in su r a n c e  com panies, s a v in g s  
and lo a n  a s s o c ia t io n s ,  m ortgage b an k ers , th e  s e c u r i t i e s  
exch an ge , and f in a n c e  com panies. Each i n s t i t u t i o n  a t  v a r i ­
ous tim es  p r o v id e s  a p o r t io n  o f  lo a n a b le  funds and a t  o th e r  
t im es  j o in s  w ith  la r g e  numbers o f  consum ers, thou san d s o f  
b u s in e s s  f ir m s , and hundreds o f  govern m ental u n i t s  a s  
"demanders" o r  "buyers'* o f  money, i . e . ,  as sh o r t-te r m  bor­
row ers.
-As in  o th e r  f r e e  m a rk ets , th e  con cep t o f  su pp ly  and 
demand la r g e ly  d e term in es p r ic e s  in  th e  money m arket. A 
s in g le  p r ic e  d oes n o t p r e v a i l  b ecau se  money i s  lo a n e d , 
under v a r io u s  term s and c o n tr a c tu a l  agreem en ts, by le n d e r s  
w ith  d i f f e r e n t  in v estm en t req u irem en ts to  d e b to r s  who u s e  
i t  fo r  a w ide v a r ie t y  o f  p u rp o se s . There a r e , fo r  exam ple, 
n o t o n ly  d i f f e r e n c e s  in  th e  u s e s  fo r  w hich money i s  borrow ed, 
but d i f f e r e n c e s  in  th e  le n g th  o f  tim e to  m a tu r ity . As a 
r e s u l t ,  th e r e  can be no one r a te  o f  i n t e r e s t ;  th e r e  i s ,  
r a th e r ,  a com plex " s tr u c tu r e  o f  r a te s " .
I I .  MONEY MARKET INSTRUMENTS AVAILABLE 
TO MONTANA COUNTIES AND CITIES
The la r g e s t  and m ost s i g n i f i c a n t  segment o f  th e  
money m arket i s  concerned w ith  th e  buying and s e l l i n g  o f
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o b l ig a t io n s  o f  th e  f e d e r a l  governm ent,^  Of th e  fo u r  ty p e s  
o f  i s s u e s  b e in g  te n d e r e d , two a re  c o n s id e r e d  a s sh o r t-te r m , 
open-m arket in s tr u m e n ts . T h er e fo r e , th e y  are  o f  m ost i n t e r ­
e s t  to  th e  l o c a l  govern m en t's a v a i la b le  sh o r t-te r m  fu n d s.
The two ty p e s  a re  T reasury b i l l s  and c e r t i f i c a t e s  o f  
in d e b te d n e ss  m aturing in  one y e a r  o r  l e s s .  T reasury n o te s  
run fo r  an in te r m e d ia te  term  o f  one to  f i v e  y e a r s ,  and 
bonds in c lu d e  a l l  o b l ig a t io n s  is s u e d  fo r  f i v e  o r  more y e a r s .
The money m arket in s tr u m e n ts  a v a i la b le  to  Montana 
govern m ental u n i t s  are  r e g u la te d  by s t a t e  law . A ccord ing  
to  Montana law:
I t  s h a l l  be th e  duty o f  a l l  c o u n ty , c i t y ,  
and town tr e a s u r e r s  to  d e p o s i t  a l l  p u b lic  
funds in  t h e i r  p o s s e s s io n  and under t h e i r  
c o n tr o l  in  any s o lv e n t  bank o r  banks lo c a ­
te d  in  th e  c o u n ty , c i t y  o r  town o f w hich  
such t r e a s u r e r  i s  an o f f i c e r .  The t r e a s ­
u r e r  i s  h ereb y a u th o r iz e d  to  in v e s t  such  
p u b lic  moneys n o t n e c e s s a r y  fo r  im m ediate  
u s e  by such co u n ty , c i t y  o r  tow n, in  d i r ­
e c t  o b l i c a t io n s  o f  th e  U n ited  S ta te s  gov­
ernm ent, p a y a b le  w ith in  n o t to  exceed  one  
hundred e ig h ty  (1 8 0 ) days from th e  tim e o f  
su ch  in v e s tm e n t.^
The t r e a s u r e r s  are  a ls o  a llo w ed  to  pu rchase bank 
s e c u r i t i e s  a s  lo n g  a s th ey  m a in ta in  an amount s u f f i c i e n t  
to  in s u r e  th e  s a f e t y  and prompt payment o f  a l l  county
^ F a r w ell, F in a n c ia l  I n s t i t u t i o n s , p . 201, 
^ S ec. 1 6 -2 6 1 8 , R ev ised  Codes o f  Montana, 1947.
d e p o s i t s .^
The th r e e  sh o r t-te r m  in v e stm en t in stru m en ts  u t i l ­
iz e d  by Montana governm ental u n i t s  and o f  m ost i n t e r e s t  to  
sh o r t-te r m  in v e s t o r s  are  T reasury b i l l s .  T reasury n o t e s ,  and 
c e r t i f i c a t e s  o f  d e p o s i t .
T reasury B i l l s
T reasury b i l l s  a re  o b l ig a t io n s  o f  th e  U n ited  S t a t e s  
p rom isin g  to  pay a s p e c i f i e d  am ount, w ith o u t i n t e r e s t ,  on 
a s p e c i f i e d  d a te . They a re  is s u e d  on a d isc o u n t  b a s is  and 
a re  a v a i la b le  in  d en om in ation s o f  $ 1 ,0 0 0 ;  $ 5 ,0 0 0 ;  $ 1 0 ,0 0 0 ;  
$ 1 0 0 ,0 0 0 ; $ 5 0 0 ,0 0 0 ; and $ 1 ,0 0 0 ,0 0 0 .
B i l l s  have a m a tu r ity  o f  n o t more than one y e a r  and 
g e n e r a l ly  a re  is s u e d  w ith  a m a tu r ity  o f  n in e t y  one d a y s .^
A p e c u l ia r  a sp e c t  o f  T reasury b i l l s  i s  th a t  th e  
T reasury d o es  n o t d e s ig n a te  what r a te  o f  in t e r e s t  th ey  s h a l l  
earn . I n s te a d , i t  o f f e r s  th e  b i l l s  on a b a s is  o f  co m p eti­
t i v e  b id d in g .
The f a c t  th a t  p r a c t i c a l l y  a l l  government s e c u r i t y  
d e a le r s  and many banks subm it o f f e r s  fo r  new i s s u e s  o f  T rea s­
ury b i l l s  means th a t  any i s s u e  may become w id e ly  d i s t r ib u t e d  
b e fo r e  m a tu r ity . Secondary p u rch a ses a re  made in  th e  o v e r -
^ Sec. 1 6 -2 0 5 0 , R ev ised  Codes o f  Montana, 1947.
^Donald T. C lark and B ert A. G o d fr ied , D ic t io n a r y  o f  
B u sin e ss  and F in a n ce  (New York: Thomas Y. C row ell Company,
T 9 W r p T 3 5 ^  —
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th e -c o u n te r  m arket by d e a le r s  and d e a le r  banks,^  T h e r e fo r e , 
th e  b i l l s  can be cashed  in  im m ed ia te ly  i f  e v e r  such a need  
sh ou ld  a r i s e .  T h is i s  a v e ry  p r a c t i c a l  fe a tu r e  fo r  i n v e s t ­
o r s  o f  sh o r t-te r m  fu n d s.
B i l l s  a re  an ex trem ely  s a f e  in v e stm e n t. A ccord in g  
to  th e  a u th o r  o f  a le a d in g  te x tb o o k  on money and banking:
T reasury b i l l s  have an unim peachable c r e d i t  
s ta n d in g  and a re  u n p a r a lle le d  in  l iq u i d i t y  
and m a r k e ta b il i ty  e x c e l l e n c e .  B i l l s  a r e  an 
id e a l  means o f  in v e s t in g  money tem p o ra r ily  
pending th e  payment o f  ta x e s  and cash  d iv id ­
en d s , sp en d in g  fo r  new f a c i l i t i e s ,  and o u t ­
la y s  fo r  o th e r  p u r p o se s .?
T reasury N otes
T reasury n o te s  a re  in te r m e d ia te -te r m  o b l ig a t io n s  
o f  th e  U n ited  S t a te s  governm ent w ith  m a tu r it ie s  o f  one to  
f i v e  y e a r s .  For in v e s t o r s  u n w il l in g  to  in c u r  th e  m arket 
r i s k s  th a t  e x i s t  in  th e  lo n g -te rm  bond m arket, th e  T rea s­
ury n o te  i s  an i d e a l  in v estm en t medium.
O r d in a r ily ,  r a te s  on n o te s  a r e  h ig h e r  than on th e  
sh o r t-d a te d  b i l l s  and c e r t i f i c a t e s  o f  d e p o s i t .  The T reas­
ury announces th e  r a te  o f  i n t e r e s t  th a t  i t  w i l l  pay on 
n o t e s .  The i n t e r e s t  i s  u s u a l ly  p a id  each  s i x  months r a th e r  
than a t  m a tu r ity .
o
F a r w e ll ,  F in a n c ia l  I n s t i t u t i o n s , p . 204.
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Raymond P. K ent, Money and Banking (New York: 
H o lt , R in eh a rt and W inston , 1 9 6 4 ) , p . 303.
C e r t i f i c a t e s  o f  D ep o s it
In  1961 th e  la r g e r  com m ercial banks, h avin g  con­
c lu d ed  th a t  t h e i r  cu stom ers w ere n o t  l i k e l y  to  le a v e  
demand d e p o s it  money w ith  them in  s u f f i c i e n t  amounts to  
p erm it a  d e s ir a b le  r a te  o f  grow th , d ec id ed  to  become more 
a g g r e s s iv e  in  se ek in g  funds by, in  e f f e c t ,  buying d e p o s it s ,  
The in stru m en t u sed  was th e  n e g o t ia b le  c e r t i f i c a t e  o f  
d e p o s i t . 10
Most banks s e t  minimum l im i t s  on th e  s i z e  o f  c e r t ­
i f i c a t e s  th e y  w i l l  s e l l .  The l i m i t s  a r e  u s u a l ly  r e la t e d  
to  bank s i z e .
Prim e c e r t i f i c a t e s  o f  d e p o s i t ,  th o s e  is s u e d  by th e  
l a r g e s t  money-market banks, a re  u s u a l ly  so ld  to  y i e l d  
about o n e -fo u r th  p er  c e n t more than T reasury b i l l s  o f  com­
p a r a b le  m a tu r ity . The banks a re  r e g u la te d  by th e  F ed er a l  
R eserve  Board on th e  maximum r a te  th ey  can pay on tim e  
d e p o s i t s .
Roland 1 . R ob inson , New Look a t  C e r t i f i c a t e s  
o f  D e p o s it” , F in a n c ia l  A n a ly s ts  J o u r n a l. 1 1 (March, 1 9 6 7 ), 
117.
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CHAPTER I I I
SHORT-TERM FINANCIAL STATISTICS OF MAJOR 
MONTANA CITIES AND COUNTIES
The s t a t i s t i c s  o b ta in ed  from th e  governm ental u n i t s  
d i f f e r e d  in  both  q u a n t ity  and q u a l i t y .  T h er e fo r e , when 
in t e r p r e t in g  and o r g a n iz in g  th e  d a ta , c e r ta in  assu m p tion s  
w ere drawn co n cern in g  th e  term in o lo g y  and f ig u r e s  p r o v id e d , 
in  ord er  to  add u n ifo r m ity .
A l l  data  o b ta in ed  was from th e  m onths o f  F ebruary, 
May, A ugust, and November o f  1966, 1967, 1968 , and th e  
f i r s t  q u a rter  o f  1969. These months w ere chosen  in  an 
a ttem p t to  o b ta in  data r e p r e s e n ta t iv e  o f  th e  w hole y e a r .
May and November a re  p ro p er ty  ta x  months and r e p r e se n t  h ig h  
b a la n c e s . February and August a re  p e r io d s  o f  low incom e to  
th e  governm ental u n i t s  and r e p r e se n t  low b a la n c e s .
Throughout t h i s  p ap er , th e  term  ’‘ca sh  on hand** i s  
u sed  to  r e f e r  to  a c tu a l  cu rren cy  m ain ta in ed  in  th e  o f f i c e ;  
th e  term  **demand d e p o s i t s ’* r e f e r s  to  money m a in ta in ed  in  
ch eck in g  a c c o u n ts ;  and ’’in v e s tm e n ts ’* r e f e r s  to  sh o r t-te r m  
in v e stm e n ts  in  T reasury b i l l s  or  c e r t i f i c a t e s  o f d e p o s i t .  
There i s ,  a p p a r e n tly , a g e n e r a l p a tte r n  among 
M ontana’ s m ajor c i t i e s  and c o u n t ie s  co n cern in g  t h e ir  f in a n -
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c i a l  p ro ced u res .
E x h ib it  One shows th e  p e r c e n ta g e  d i s t r ib u t io n  o f  
sh o r t-te r m  funds fo r  a l l  Montana c i t i e s  and c o u n t ie s  
in v o lv e d  in  th e  stu d y . These are combined av era g es fo r  
a l l  governm ental u n i t s  s tu d ie d  fo r  1966 , 1967, 1968, and 
th e  f i r s t  q u a rte r  o f  1969.
EXHIBIT 1
TOTAL AVERAGE DISTRIBUTION OF AVAILABLE 
SHORT-TERM FUNDS FOR MAJOR MONTANA 
CITIES AND COUNTIES SURVEYED
(I n  P e r c e n t)  
1966 - 1969
CITIES
1966 1967 1968 1969
CASH ON HAND 1.1% 1.1% 3.0% .5%
DEMAND DEPOSITS 4 3 .6 4 5 .3 3 9 .0 3 6 .5
SHORT-TERM INVESTMENTS 5 5 .3 5 2 .0 5 8 .0 6 3 .0
TOTAL 100% 100% 100% 100%
COUNTIES
1966 1967 1968 1969
CASH ON HAND 1.3% 1.6% 1.5% .4%
DS14AND DEPOSITS 5 9 .7 6 4 .2 4 8 .5 4 1 .0
SHORT-TERM INVESTMENTS 3 9 .0 3 4 .2 5 0 .0 5 8 .6
TOTAL 100% 100% 100% 100%
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On th e  b a s is  o f  t h i s  e x h i b i t ,  i t  appears th a t  c i t y  
and county  tr e a s u r e r s  a re  becoming in c r e a s in g ly  aware o f  
th e  im portance o f  sh o r t-te r m  in v e s tm e n ts .
In 1966 , 35.3% per c e n t o f  c i t y  sh o r t-te r m  funds  
w ere in  p r o d u c t iv e  r e so u r c e s  compared w ith  39 p er  c en t fo r  
c o u n t ie s .
By th e  end o f  1968, a n o t ic e a b le  s h i f t  had tak en  
p la c e .  C ity  sh o r t-te r m  in v e stm e n ts  in c r e a se d  to  58 p er  cen t  
o f  t o t a l  sh o r t-te r m  fu n d s , and during th e  same p e r io d ,  
county  sh o r t-te r m  in v e stm en ts  had r is e n  to  50 per c en t o f  
th e  t o t a l .
By March 3 1 , 1969, c i t y  sh o r t-te r m  in v e stm en ts  
in c r e a se d  to  63 p er  cen t o f  th e  t o t a l ,  and county s h o r t ­
term  in v e stm e n ts  in c r e a se d  to  5 8 .6  p er  c e n t  o f  th e  t o t a l .
E x h ib it  Two shows th e  av era g e  d i s t r ib u t io n  o f  
a v a i la b le  sh o r t-te r m  funds fo r  each Montana c i t y  and county  
s tu d ie d .
T h is e x h ib i t  a l s o  in d ic a t e s  an in c r e a s in g  aware­
n e ss  in  th e  im portance o f  sh o r t-te r m  in v e s tm e n ts .
Between 1966 and March 3 1 , 1969 , seven  o f  th e  
e ig h t  u n i t s  su rveyed  d ecrea sed  th e  p e r c e n ta g e  o f  s h o r t ­
term  funds in  i d l e  c a sh . A p p a ren tly , th e  same seven  u n i t s  
p la c e d  th e  u n p ro d u ctiv e  i d l e  cash  in t o  sh o r t-te r m  p r o d u c tiv e  
r e s o u r c e s , i . e . ,  sh o r t-te r m  in v e s tm e n ts .
The g r e a t e s t  improvement was made by Cascade 
County. In  1966 , o n ly  25 p er  c en t o f  i t s  sh o r t-te rm  funds 
w ere in  p r o d u c t iv e  sh o r t-te r m  in v e s tm e n ts . By March 3 1 , 1969,
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EXHIBIT 2
AVERAGE DISTRIBUTION OF AVAILABLE SHORT-TERM FUNDS 
FOR EACH MONTANA CITY AMD COUNTY STUDIED
(IN  PERCENT)
1966 - 1969
CASH ON HAND DEMAND DEPOSITS INVESTMENTS
YEAR 66 67 68 69 66 67 68 69 66 67 68 69
BILLINGS 1 2 1 na 3b 33 40 na 64 65 59 na
BOZEMAN 2 3 4 1 54 51 45 43 44 46 51 56
HELENA na 3 4 na 42 52 32 30 58 45 64 70
CASCADE na na na na 75 79 49 23 25 21 51 / /
GALLATIN b 6 6 1 54 40 37 39 41 54 57 60
LEWIS AND CLARK na na na na 64 81 6 / 61 36 19 33 39
YELLOWSTONE na na na na 46 5 / 41 na 54 43 59 na
N otes :
n a - -n o t  a v a i la b le
77 p er  c e n t  o f  i t s  sh o r t-te r m  funds w ere in  sh o r t-te r m  
in v e s tm e n ts , an in c r e a s e  o f  52 p er  c e n t .
The n e x t b e s t  improvement was made by G a lla t in  
County. Between 1966 and March 3 1 , 1969, th e  p e r c e n ta g e  
o f  sh o r t-te r m  funds in  p r o d u c t iv e  r e so u r c e s  in c r e a se d  
19 p e r  c e n t .
D i v e r s i f i c a t io n  i s  a b a s ic  in v e s t in g  p r in c ip le .  
However, s i x  Montana govern m enta l u n i t s  had a l l  s h o r t ­
term  in v e s tm e n ts  in  c e r t i f i c a t e s  o f  d e p o s i t .  Only two 
u n i t s  w ere d i v e r s i f i e d ,  in v e s t in g  in  both  c e r t i f i c a t e s  
o f  d e p o s i t  and U n ited  S ta te s  T reasury b i l l s .
EXHIBIT 3
TYPES OF SHORT-TERM INVESTMENTS UTILIZED BY MAJOR 
MONTANA CITIES AND COUNTIES SURVEYED 
( I n  P e r c e n t)
CERTIFICATES OF DEPOSIT U.S. TREASURY :BILLS
1966 196 / 1968 1969 1966 1967 1968 1969
CASCADE 100% 9/% 46% 56% 0% 3% 54% 44%
HELENA 100 100 100 33 0 0 0 67
ALL OTHERS 100 100 100 100 0 0 0 0
Banks are  su b je c t  to  r e g u la t io n  on th e  maximum r a te  
th ey  can pay on tim e d e p o s i t s .  T h er e fo r e , du rin g  p e r io d s  
o f  t i g h t  money, T reasury b i l l  r a t e s  a re  h ig h e r  than c e r t i f i ­
c a te  o f  d e p o s i t  r a t e s . D u r i n g  th e  p e r io d  s tu d ie d , t h i s
11 F a r w e ll, F in a n c ia l  I n s t i t u t i o n s , p . 210.
15
was o f t e n  t im e s  th e  c a s e .  However, a s  in d ic a te d  in  E x h ib it  
T hree, o n ly  two u n i t s  took  ad van tage o f  th e s e  h ig h e r  r a t e s .
S in c e  T reasury b i l l s  e n t a i l  a minimum r i s k ,  have  
im m ediate l i q u i d i t y ,  and pay a good r a t e  o f  i n t e r e s t ,  th e y  
sh ou ld  be u t i l i z e d  by lo c a l  govern m ental u n i t s  when ad van ta ­
g e o u s .
For in s t a n c e ,  d u rin g  1967 , Montana banks p a id  an 
a v era g e  o f  4 p er  c e n t i n t e r e s t  on c e r t i f i c a t e s  o f  d e p o s i t .  
T reasury b i l l s  fo r  th e  same p e r io d  y ie ld e d  from 4 .2 b  to  
5 . 2 5  p er  c e n t .  In  May o f  1968, Montana c e r t i f i c a t e s  o f  
d e p o s i t  earned an average  o f  4 .5  p e r  c e n t ,  w h ile  T reasury  
b i l l s  earned an average  o f  5 .5 6  p e r  c e n t .
EXHIBIT 4
AVERAGE MARKET QUOTATIONS ON NINETY DAY 
U. S. TREASURY BILLS AND CERTIFICATES 
OF DEPOSIT 
( I n  P e r c e n t)
1^953 1969
UNITED STATES TREASURY BILLS 5 .5 6  % 6 . 6 8  %
NEGOTIABLE CERTIFICATES OF DEPOSIT--N. Y. 5 .6 2 5  5 .6 2 5
NEGOTIABLE CERTIFICATES OF DEPOSIT—MONT. 4 .5  5 .0
SOURCE: I r v in g  T rust Company--New York
E x h ib it s  Seven and Twelve show i d l e  cash  b a la n c e s  
fo r  th e  c i t y  o f  B u tte  and Y e llo w sto n e  County from 1966 through  
1968,
E x h ib it s  F iv e ,  S ix ,  E ig h t , N in e , Ten, and E leven  show
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i d l e  ca sh  b a la n ce s  and sh o r t-te r m  in v e s tm e n ts  m ain ta in ed  by 
th e  r e s t  o f  th e  u n i t s  su rveyed  fo r  th e  same p e r io d .
A dequate cash  to  m eet d a i ly  n eed s should be k ep t  
a v a i la b le  a t  a l l  t im e s . However, i t  i s  w a s te fu l  to  carry  
la r g e r  b a la n c e s  o f  ca sh  on hand or  in  demand d e p o s i t s  than  
a re  l i k e l y  to  be req u ired  by th e  a c tu a l  n eed s o f th e  gov­
ernm ental u n i t s .  T h er e fo r e , when th e  cash  b a la n ce  i s  ad e­
q u a te , e x c e s s  ca sh  shou ld  be in v e s te d  in  sh o r t-te rm  bank or  
governm ent s e c u r i t i e s .
On th e  b a s is  o f  E x h ib its  F iv e  through T w elve, i t  
app ears th a t  a l l  governm ental u n i t s  m ain ta in ed  e x c e s s iv e  
cash  b a la n c e s . An adequ ate ca sh  b a la n ce  should  be d e t e r ­
mined by each governm ental u n i t ,  based upon i t s  s p e c i f i c  
r eq u irem en ts .
The rem ainder o f  t h i s  paper d e a ls  s p e c i f i c a l l y  w ith  
each governm ental u n it  su rv ey ed . Adequate cash  b a la n c e s  
fo r  each  u n it  w ere assum ed. These b a la n c e s  were s u b je c t ­
iv e l y  d e term in ed , u s in g  th e  minimum and average cash  b a l­
an ces o f each  u n i t .
I .  CITY OF BILLINGS
E x h ib it  F iv e  shows i d l e  ca sh  b a la n ce s  and s h o r t ­
term  in v e stm e n ts  fo r  th e  c i t y  o f  B i l l i n g s  from 1966 through  
1968.
The p e r ce n ta g e  d i s t r ib u t io n  o f  sh o r t-te rm  funds fo r  
th e  same p e r io d  was: (E x cerp t from E x h ib it  2)
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1966 1967 1968
GASH OH HAND 1% 2% 1%
DEÏ4AND DEPOSITS 35 33 40
SHORT-TERM INVESTMENTS 64 65 59
TOTAL 100% 100% 100%
In 1967, B i l l i n g s  p la c e d  65 p er  c e n t  o f i t s  s h o r t ­
term  funds in  p r o d u c t iv e  r e s o u r c e s , i . e . ,  sh o r t-te rm  
in v e s tm e n ts , making i t  th e  b e s t  y e a r  fo r  in v estm en t pur­
p o s e s . T h is compared w ith  in v estm en t p u rch ases o f  64 
p er  c e n t  in  1966 and o n ly  59 p er  c en t in  1968. B i l l i n g s  
was th e  o n ly  u n i t  w hich d id  n o t in c r e a s e  th e  p e r ce n ta g e  
o f  in v e s tm e n ts  by 1969.
The a v era g e  cash  b a la n c e s  fo r  th e  y e a r s  su rveyed  
w ere $ 1 ,0 0 0 ,0 0 0  in  1966, $ 1 ,1 6 6 ,0 0 0  in  1967, and $ 1 ,3 0 0 ,0 0 0  
in  1968. The lo w e st b a la n ce  record ed  was $ 5 50 ,000  in  
August o f  1967.
I t  i s  assumed th a t  $ 6 0 0 ,0 0 0  would be an adequ ate  
cash  b a la n ce  fo r  th e  c i t y  o f  B i l l i n g s .  C on seq u en tly , 
i n t e r e s t  incom e was l o s t  b ecau se  o f  an e x c e s s iv e  cash  b a lan ce , 
For in s t a n c e ,  in  1968 th e  average  cash  b a la n ce  was 
$ 1 ,3 0 0 ,0 0 0 . T h is ex ceed s th e  adeq u ate  cash  b a lan ce  by 
$ 7 0 0 ,0 0 0 . Had $ 7 0 0 ,0 0 0  been in v e s te d  a t  5 .6 6  per c e n t ,  th e  
i n t e r e s t  earned would have been $ 3 6 ,9 2 0 .
T reasury b i l l s  would have been an id e a l  in v e stm e n t.
I f  th e  cash  req u irem en ts had exceed ed  $ 6 0 0 ,0 0 0 , th e  T reasury  
b i l l s  cou ld  have been l iq u id a t e d ,  and i n t e r e s t  would have  
been earned  to  th a t  p o in t .
18
c i t y  o f  B i l l i n g s
EXHIBIT 5
CASH BALANCES AND SHORT-TERM INVESTMENTS 
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I I .  CITY OF BOZEMAN
E x h ib it  S ix  shows i d l e  ca sh  b a la n ce s  and s h o r t ­
term in v e stm e n ts  fo r  th e  c i t y  o f  Bozeman from 1966 
through 1968.
The p e r c e n ta g e  d i s t r ib u t io n  o f  sh o r t-te rm  funds 
from 1966 through  March 3 1 , 1969, w as: (E xcerp t from
E x h ib it  2)
1966 1967 1968 1969
CASH ON HAND 2% 3% 4% 1%
DEMAND DEPOSITS 34 31 45 43
SHORT-TERM INVESTMENTS 44 46 51 56
TOTAL 100% 100% 100% 100%
In 1966 and 1967 th e  p e r c e n ta g e  o f  u n p ro d u ctiv e  
sh o r t-te r m  funds exceed ed  th e  p e r c e n ta g e  o f  p r o d u ctiv e  
sh o r t-te r m  in v e s tm e n ts . In  1968, and th e  f i r s t  q u a rte r  o f  
1969, th e  p o s i t i o n  r e v e r se d , but th e r e  was s t i l l  an e x c e s s  
o f  u n p r o d u ctiv e  c a sh .
The a v era g e  cash  b a la n c e s  w ere $ 4 7 0 ,0 0 0  in  1966, 
$ 4 3 7 ,5 0 0  in  1967 , and $ 4 4 0 ,0 0 0  in  1968. The minimum b a la n ce  
was $ 3 3 0 ,0 0 0  in  May o f  1967.
I t  i s  assumed th a t  $ 1 5 0 ,0 0 0  would be an adequ ate  
cash  b a la n ce  fo r  Bozeman. In t h i s  c a s e ,  th e  i n t e r e s t  l o s t  
du rin g  1968 was $ 1 3 ,9 8 5 .
On th e  b a s is  o f  E x h ib it  S ix ,  i t  appears th a t  Bozeman 
m ain ta in ed  r e l a t i v e l y  s t a b le  b a la n c e s  from 1966 through 1968. 
The lo w e st  ca sh  b a la n ce  was $ 3 3 0 ,0 0 0  in  May o f  1966,
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in c r e a s in g  to  th e  h ig h e s t  b a la n ce  o f  $ 6 0 0 ,0 0 0  in  November 
o f  1968. T h is compared w ith  a minimum in v estm en t o f  
$29 0 ,0 0 0  in  Hay o f  1966, to  a maximum o f  $ 4 8 0 ,0 0 0  in  
November o f  1968.
I I I .  CITY OF BUTTE
E x h ib it  Seven shows th e  i d l e  ca sh  b a la n ce s  m ain­
ta in e d  by th e  c i t y  o f  B u tte  from 1966 through 1968.
O r d in a r ily , reven u e i s  h ig h  du rin g  May b ecau se  
p r o p e r ty  ta x e s  are  due on May 31 . However, in  t h i s  c a s e ,  
th e  b a la n c e s  p rov id ed  were fo r  th e  b e g in n in g , r a th e r  than  
fo r  th e  end o f  th e  month.
A ccord ing to  E x h ib it  S even , th e r e  was a d e f i n i t e  
p a tte r n  in  th e  ca sh  b a la n c e s  m ain ta in ed  by B u tte  during  
th e  p e r io d  s tu d ie d . The cash  b a la n ce s  w ere ex trem ely  h ig h  
in  November, a v era g in g  $ 9 3 3 ,0 0 0 , and c o m p a ra tiv e ly  low in  
A u gu st, a v era g in g  o n ly  $ 2 8 6 ,6 6 6 .
The average  y e a r ly  ca sh  b a la n ce s  w ere $468 ,333  in  
1966, $ 4 9 0 ,0 0 0  in  1967, and $ 5 4 0 ,0 0 0  in  1968.
I t  i s  assumed th a t  $1 5 0 ,0 0 0  would be an adequate  
cash  b a la n c e . T h er e fo r e , u s in g  1968 a s  an exam ple, th e  
in t e r e s t  l o s t  was $ 2 1 ,6 8 0 .
IV. CITY OF HELENA
E x h ib it  E igh t shows i d l e  cash  b a la n ce s  and s h o r t­
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EXHIBIT 7
CASH BALANCES FOR 1966, 1967 AND 1968 
(THOUSANDS OF DOLLARS)



















1966 through  1968.
The p e r c e n ta g e  d i s t r ib u t io n  o f  sh o r t-te rm  funds  
fo r  th e  same p e r io d  was: (E x cerp t from E x h ib it  2)
1966 1967 1968 1969
CASH ON HAND na 3% 4% na
DEMAND DEPOSITS 42% 52 32 30%
SHORT-TERM lî^ESTMENTS 58 45 64 70
TOTAL 100% 100% 100% 100%
The o n ly  y e a r  th e  p e r c e n ta g e  o f  i d l e  cash  exceed ed  
th e  p e r c e n ta g e  o f  sh o r t-te r m  in v e s tm e n ts  was 1967. U n t i l  
1969 , a l l  sh o r t-te r m  in v e stm e n ts  w ere in  c e r t i f i c a t e s  o f  
d e p o s i t .  In 1969 , T reasury b i l l s  com prised 67 p er  c e n t o f  
th e  t o t a l  sh o r t-te r m  in v e s tm e n ts .
The in v estm en t p ro ced u res u t i l i z e d  by H elena  
im proved c o n s id e r a b ly  in  1968 and 1969. The p e r c e n ta g e  o f  
sh o r t-te r m  funds in v e s te d  in  1968 was 64 p er  c e n t . In  1969 , 
i t  in c r e a se d  to  70 p er  c e n t ,  compared w ith  o n ly  45 p e r  c e n t  
in  1967.
On th e  w h o le , e x ce p t fo r  1967, H elena u t i l i z e d  th e  
b e s t  f i n a n c ia l  p r o c ed u r es . For in s ta n c e ,  in  February o f  
1966, $ 1 2 0 ,0 0 0  w ere in  c a sh , w h ile  $ 2 9 0 ,0 0 0  were in v e s te d  
p r o d u c t iv e ly .  In  November o f  1969, $ 7 5 ,0 0 0  w ere in  i d l e  
c a sh , w h ile  $ 3 3 5 ,0 0 0  w ere in v e s te d  p r o d u c t iv e ly .
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CASH BALANCES AND SHORT-TERM INVESTMENTS 
FOR 1966, 1967 AND 1963
(THOUSANDS OF DOLLARS)
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7 . CASCADE COUNTY
E x h ib it  N ine shows th e  i d l e  cash  b a la n ces  and s h o r t ­
term  in v e s tm e n ts  o f Cascade County from 1966 through 1968.
The p e r ce n ta g e  d i s t r ib u t io n  o f  sh o rt-te rm  funds fo r
same p er io d  was: (E xcerp t from E x h ib it 2)
1966 . 1967 1968 1969
DEMAND DEPOSITS ^3% 79% 49% 23%
SHORT-TERM INVESTMENTS 25 21 51 77
TOTAL 100% 100% 100% 100%
In 1967, th e  lo w e st  y ea r  f o r  sh o r t-te rm  in v e s tm e n ts ,  
Cascade County had an a v era g e  o f  $ 4 ,2 3 7 ,5 0 0  in  u n p ro d u ctiv e  
r e s o u r c e s ,  or  79 p er  c e n t  o f  th e  t o t a l  sh o r t-te rm  fu n d s.
The s i t u a t io n  im proved c o n s id e r a b ly  in  1968, when o n ly  
49 p er  c e n t o f  th e  t o t a l  was in  i d l e  ca sh . By 1969, C ascade  
C ounty’ s i d l e  ca sh  p e r ce n ta g e  d ecrea sed  to  an u n p recedented  
23 p er  c e n t .
Cascade was th e  o n ly  govern m ental u n it  surveyed  
w hich d i v e r s i f i e d  in v e stm en ts  p r io r  to  1969. In 1967,
3 per c e n t o f  i t s  sh o r t-te r m  in v e s tm e n ts  w ere in  T reasury  
b i l l s ;  i t  in c r e a se d  to  54 p er  c e n t  in  1968 and dropped to  
44 per c e n t  in  th e  f i r s t  q u a r te r  o f  1969.
The a v era g e  cash  b a la n c e s  fo r  th e  y e a r s  su rveyed  were  
$ 3 ,1 2 5 ,0 0 0  in  1966; $ 4 ,2 3 7 ,5 0 0  in  1967; and $ 3 ,6 0 0 ,0 0 0  in
1968. These were th e  h ig h e s t  b a la n ce s  m ain ta in ed  by any 
Montana govern m enta l u n i t .
Assuming th a t  $ 1 ,0 0 0 ,0 0 0  would be an adequate cash
26
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b a la n c e , $ 1 4 7 ,1 6 0  o f  p o t e n t ia l  incom e was l o s t  in  1968.
VI. GALLATIN COUNTY
E x h ib it  Ten shows th e  i d l e  ca sh  b a la n ce s  and s h o r t ­
term  in v e stm e n ts  o f  G a lla t in  County from 1966 through 1968.
The p e r c e n ta g e  d i s t r ib u t io n  o f  sh o r t-te r m  funds  
fo r  th e  same p er io d  was: (E x cerp t from E x h ib it  2)
1966 1967 1968 1969
CASH ON HAND 5% 6% 6% 1%
DEMAND DEPOSITS 54 40 37 39
SHORT-TERM INVESTMENTS 41 54 57 60
TOTAL 100% 100% 100% 100%
G a lla t in  County in c r e a se d  th e  p er ce n ta g e  o f  s h o r t ­
term in v e stm e n ts  c o n s i s t e n t ly  from 1966 through March 3 1 ,
1969. The o n ly  y e a r  th e  p e r c e n ta g e  o f  i d l e  funds exceed ed  
th e  p e r c e n ta g e  o f  p r o d u c tiv e  r e so u r c e s  was 1966.
Based upon E x h ib it  Ten, i t  appears th a t  th e  November 
months w ere c r i t i c a l .  The average  November cash  b a la n ce  
was $ 2 ,0 3 3 ,3 3 3 , w h ile  th e  av era g e  in v estm en t b a lan ce  was 
on ly  $ 8 0 0 ,0 0 0 .
The y e a r ly  average  ca sh  b a la n c e s  were $ 1 ,2 3 3 ,7 5 0  
in  1966; $ 1 ,3 6 8 ,7 5 0  in  1967; and $ 1 ,2 1 3 ,7 5 0  in  1968.
Assuming an adequate cash  b a la n ce  o f  $ 3 5 0 ,0 0 0 , 
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V II. L2WIS AND CLARK COUNTY
E x h ib it  E leven  shows th e  i d l e  cash  b a la n ces  and 
sh o r t-te r m  in v e s tm e n ts  o f  Lew is and C lark County from 1966 
through 1968.
The p e r c e n ta g e  d i s t r ib u t io n  o f  sh o r t-te r m  funds fo r  
th e  same p e r io d  was: (E x cerp t from E x h ib it  2)
1966 1967 1968 1969
DEIIAND DEPOSITS 64% 81% 67% bWo
SHORT-TERM INVESTMENTS 36 19 33 39
TOTAL 100% 100% 100% 100%
Of a l l  u n i t s  in v o lv e d , Lew is and C lark County 
m ain ta in ed  th e  h ig h e s t  p e r ce n ta g e  o f  sh o r t-te r m  funds in  
i d l e  ca sh . The i d l e  funds were 64 p er  c e n t  o f th e  t o t a l  
in  1966. T h is in c r e a se d  to  an u n b e lie v a b le  81 p er  c e n t  in  
1967 , then  d ecrea sed  to  6 /  p er  c e n t in  1968, and to  61 
p er  c en t in  1969.
During 1967, th e  average cash  b a la n ce  was $ 1 ,8 2 6 ,2 5 0 ,  
compared w ith  an average  in v estm en t b a la n ce  o f o n ly  $ 4 4 1 ,2 5 0 .
There was an improvement in  1968 and 1969, but 
Lew is and C lark County was e a s i l y  th e  w o rst in v e s to r  o f  
sh o r t-te r m  fu n d s .
V I II . YELLOWSTONE COUNTY
E x h ib it  Twelve shows th e  i d l e  ca sh  b a la n ce s  m ain­
ta in e d  by Y e llo w sto n e  County from 1966 through 1968.
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The p e r c e n ta g e  d i s t r ib u t io n  o f  sh o r t-te rm  funds
same p e r io d  was: (E xcerp t from E x h ib it 2)
1966 1967 1968
DEMAND DEPOSITS 46% 47% 41%
SHORT-TERM INVESTMENTS L54 43 59
TOTAL 100% 100% 100%
In 1 9 6 / ,  th e  p e r c e n ta g e  o f  sh o r t-te r m  funds in  
i d l e  ca sh  exceed ed  th e  p e r c e n ta g e  in  sh o r t-te r m  i n v e s t ­
m en ts. The b e s t  y e a r  was 1968 , when 59 p er  cen t o f  th e  
funds w ere in  sh o r t-te r m  in v e s tm e n ts . However, even  in  
th e  b e s t  y e a r , th e  i d l e  funds w ere e x c e s s iv e .
The y e a r ly  average  ca sh  b a la n c e s  w ere $ 3 ,3 0 1 ,2 5 0  
in  1966; $ 3 ,2 0 2 ,5 0 0  in  1967; and $ 2 ,9 0 0 ,0 0 0  in  1968. 
These f ig u r e s  a re  su rp assed  o n ly  by Cascade County.
Assuming an adequ ate cash  b a la n ce  o f  $ 1 ,0 0 0 ,0 0 0 ,  
th e  i n t e r e s t  incom e l o s t  in  1968 was $ 1 0 7 ,5 4 0 .
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S#ÏMARY AND CONCLUSIONS 
1 . 3U>EvLARY
T r a n sa c tio n s  in  sh o r t-te r m  governm ent o b l ig a t io n s ,  
bankers* a c c e p ta n c e s , and com m ercial paper a r e  handled  in  
th e  money m arket. The money market com p rises a l l  th e  
f a c i l i t i e s  o f  th e  cou n try  fo r  th e  borrowing and len d in g  
o f  money fo r  sh o r t  p e r io d s  o f  t im e .
The two money market in s tr u m e n ts  w hich shou ld  be 
m ost d e s ir a b le  fo r  M ontana*s govern m ental u n i t s  a re  
U n ited  S ta te s  T reasury b i l l s  and B ankers' c e r t i f i c a t e s  
o f  d e p o s i t .
The T reasury b i l l  i s  th e  s h o r te s t - t e r m , open- 
m arket d eb t in stru m en t is s u e d  by th e  F ed era l governm ent.
I t  earn s d a i ly  i n t e r e s t  and h as e x c e l l e n t  l iq u i d i t y  and 
m a r k e ta b i l i t y ,
The c e r t i f i c a t e  o f  d e p o s it  i s  is s u e d  by commer­
c i a l  banks to  a t t r a c t  sh o r t-te r m  fu n d s . I t  g e n e r a l ly  
y i e l d s  about o n e -q u a r te r  p e r c e n t  more than T reasury b i l l s  
o f com parable m a tu r ity .
A p p a ren tly , c i t y  and county  tr e a s u r e r s  are  becoming
3 4
in c r e a s in g ly  aware o f  th e  im portance o f  sh o r t-te r m  i n v e s t ­
m en ts.
Between 1966 and th e  f i r s t  q u a r te r  o f  1969, th e  
p e r c e n ta g e  o f  c i t y  sh o r t-te r m  funds employed in  p r o d u c t iv e  
r e s o u r c e s  in c r e a se d  7 .7  p e r c e n t . D uring th e  same p e r io d ,  
th e  cou n ty  p e r c e n ta g e  in c r e a se d  1 9 .6  p e r c e n t .
S ix  o f  th e  e ig h t  u n i t s  su rveyed  had a l l  s h o r t ­
term  in v e stm en ts  in  c e r t i f i c a t e s  o f  d e p o s i t .  Only Cascade  
County and th e  c i t y  o f  H elena d i v e r s i f i e d ,  in v e s t in g  in  
b oth  c e r t i f i c a t e s  o f  d e p o s it  and T reasury b i l l s .
I I .  CONCLUSIONS
I t  appears th a t  a l l  Montana governm ental u n i t s  
su rveyed  m ain ta in ed  e x c e s s iv e  cash  b a la n c e s  betw een 1966 
and 1968.
Depending on i t s  s p e c i f i c  r eq u irem en ts , each gov­
ern m enta l u n it  sh ou ld  m a in ta in  an adequate cash  b a la n c e . 
However, th e  i d l e  cash  b a la n ce  sh ou ld  n o t be a llo w ed  to  
ex ceed  25 p e r c e n t o f  t o t a l  sh o r t-te r m  fu n d s.
Had t h i s  been th e  c a se  betw een 1966 and 1968, th e  
a v era g e  i n t e r e s t  earned p er  y ea r  by each  u n i t  surveyed  
would have been a s fo l lo w s :
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Column A Column B




G a lla t in
L ew is and Clark
Y e llo w sto n e
TOTALS
T o ta l Average Cash 
B alan ces From 
1966 -  1968
$ 1 ,1 5 5 ,0 0 0
4 4 9 .0 0 0
120 .000
3 .6 5 4 .0 0 0
1 .2 7 2 .0 0 0
1 .8 6 3 .0 0 0
3 .1 3 5 .0 0 0
$ 1 1 ,6 4 0 ,0 0 0
T o ta l A verage Cash 
B a la n ces At 
25 P er Cent
$ 7 7 3 ,0 0 0
2 12 ,0 00
7 0 ,0 0 0
1 .4 0 7 .0 0 0
6 5 2 .0 0 0
6 6 7 .0 0 0
1 .6 5 6 .0 0 0
$ 5 ,4 3 7 ,0 0 0




G a lla t in
L ew is and C lark
Y e llo w sto n e
TOTALS
Column C
D if fe r e n c e  
(A -  B)
$ 3 82 ,000
237 .000  
5 0 ,0 0 0
2 .2 4 7 .0 0 0
6 2 0 .0 0 0
1 .1 9 6 .0 0 0
1 .4 7 9 .0 0 0
$ 6 .2 0 3 ,0 0 0
Column D
A verage I n t e r e s t  L ost 
Per Year 
(4.91%  X Column C)
$ 1 8 ,7 5 6  
11 ,6 3 6  
2 ,4 5 5  
110,327  
3 0 ,4 4 2  
5 8 ,7 2 3  
72 ,618
$ 3 0 4 ,7 1 4
Based on tn e  above f ig u r e s ,  i t  appears th e  su rveyed  
Montana govern m ental u n i t s  l o s t  a p p ro x im a te ly  $ 3 0 5 ,0 0 0  a 
y ea r  by m a in ta in in g  e x c e s s iv e  cash  b a la n c e s .
The $ 3 0 5 ,0 0 0  f ig u r e  i s  b e l ie v e d  to  be c o n s e r v a t iv e  
and d oes n ot in c lu d e  i n t e r e s t  l o s t  due to  i d l e  sc h o o l d i s ­
t r i c t  fu n d s. T h is a ls o  d oes n o t in c lu d e  i n t e r e s t  w hich  
cou ld  have been earned by u t i l i z i n g  th e  in vestm en t medium 
y ie ld in g  th e  h ig h e s t  r a te  o f  r e tu r n .
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Presum ably, th e  th r e e  main r e a so n s  a t t r ib u te d  to  
m a in ta in in g  e x c e s s iv e  cash  b a la n c e s  a t  such h igh  c o s t s  
a re: (1 )  th e  t r e a s u r e r s '  la c k  o f k n ow led ge, (2 )  t h e i r
la c k  o f  r e a l  i n t e r e s t ,  and (3 )  th e  h ig h  tu rn o v er  o f  c i t y  
and county  o f f i c i a l s .
I t  seem s in e v i t a b le  th a t  e f f o r t s  must be made to  
s o lv e  t h i s  in v estm en t problem . T h e r e fo r e , some su g g e s ­
t io n s  as to  i t s  s o lu t io n  are  in  o r d e r .
I t  i s  su g g ested  th a t  M ontana's governm ental u n i t s  
ta k e  more advan tage o f  U n ited  S ta te s  T reasury b i l l s .
They are  an e x c e l l e n t  medium f o r  sh o r t-te r m  fu n d s , earn  
d a i ly  i n t e r e s t ,  and depending on econom ic c o n d it io n s ,  
som etim es y i e l d  h ig h e r  i n t e r e s t  r a t e s  than c e r t i f i c a t e s  
o f  d e p o s i t .  The g r e a t e s t  advantage o f  T reasury b i l l s  to  
sh o r t-te r m  in v e s t o r s ,  how ever, i s  t h e i r  im m ediate l iq u id ­
i t y  in  th e  secon dary  m arket.
The many f a c e t s  o f  c i t y  and county  governm ental 
f in a n c e  y i e l d  more than a few in v e stm en t prob lem s. The 
c i t y  and county  tr e a s u r e r s  may n ot a lw ays understand  th e  
im p l ic a t io n s  in v o lv e d . T h e r e fo r e , i t  i s  su g g ested  th a t  
c i t y  and county  t r e a s u r e r s  seek  th e  a id  o f  lo c a l  i n v e s t ­
ment f  irm s.
Among th e  o b j e c t iv e s  o f  such a c t io n  would be 
g r e a te r  u n d ersta n d in g  o f  a v a i la b le  in v estm en t o p p o rtu n i­
t i e s ,  u t i l i z a t i o n  o f  th e  f ir m s' know ledge and e x p e r ie n c e ,  
and u l t im a t e ly ,  an improvement in  c i t y  and county i n v e s t -
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ment p r o c ed u r es .
The f i n a l  s u g g e s t io n  fo r  a s o lu t io n  i s  on th e  same 
l i n e  a s  th e  p reced in g  s u g g e s t io n . I t  u rges th a t  a perm­
an en t " in v esto r"  be p la c ed  on th e  t r e a s u r e r ' s  s t a f f .  Such 
a p o s i t io n  would f i r s t  o f  a l l  c e n te r  on th e  v a r io u s  a s p e c t s  
o f  th e  in v estm en t problem . The " in v e sto r "  would be r e sp o n ­
s i b l e  fo r  e s t a b l i s h in g  and m a in ta in in g  a y e a r ly  minimum 
cash  b a la n ce ; be r e s p o n s ib le  fo r  a l l  sh o r t-te rm  i n v e s t ­
m en ts; and have com p lete  know ledge o f  c i t y  or  county gov ­
ern m en ta l f in a n c e .
38
BIBLIOGRAPHY
C lark , Donald T .,  and G od fr ied , B ert A. D ic tio n a r y  o f
B u s in e ss  and F in a n ce . New York: Thomas Y. C row ell
Company, 1960.
F a r w e ll, C oring C .; Frank, H erbert Gane; J a c o b s , Donald -P .;
J o n e s , S id ney  L . ; and R ob in son , Roland 1 . F in a n c ia l  
I n s t i t u t i o n s . Homewood, I l l i n o i s :  R ichard D.
Ir w in , I n c . ,  1956.
Hunt, P earson ; W illia m s , C h arles M .; and D onaldson , Gordon. 
B a s ic  B u s in e ss  F in a n c e . Homewood, I l l i n o i s :
R ichard D. Ir w in , I n c . ,  1966.
K ent, Raymond P. Money and B anking. New York: H o lt ,
R in e h a r t, and W inston , 1964.
Montana C odes. R e v ise d . Volume I I ,  S e c t io n  16. 1947.
N ic h o ls ,  Dorothy M. Trading in  F ed er a l Funds. Board o f
G overnors o f  th e  F ed era l R eserve  System , W ashington, 
D. C ., 1965.
R ob inson , Roland I .  ’’A New Look a t  C e r t i f i c a t e s  o f  D e p o s it ."  
F in a n c ia l  A n a ly s ts  J o u r n a l, I I  (M arch, 1 9 6 7 ),
1 1 7 -2 6 .
39
